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Petition for RU1emaking
Reform of the Interstate Access
Charge Rules

UNITED STATES TELEPHONE
ASSOCIATION

In the Matter of

COMMENTS

The National Exchange Carrier Association, Inc. (NECA) 1

submits comments in response to the United States Telephone

Association's (USTA) september 17, 1993, rU1emaking petition to

reform the Commission's interstate access charge rules.

I. INTRODUCTION

USTA states that rapid technological change, increased access

marketplace competition, and procompetitive Commission policies

make access reform necessary. 2 USTA believes that the current

explicit universal support mechanisms are viable support measures

and must be maintained. All market participants, however, should be

required to share in the recovery of universal service support

costs. 3

I NECA is a not-for-profit membership association of local
exchange carriers. NECA members serve over 1400 study areas.

2 Petition at 2.

3 .I5L.. at 40.
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II. A PRIMARY CONCERN SHOULD BE MAINTENANCE OF UlfIVERSAL SERVICE.

Building and sustaining universal service has been the

cornerstone of telecommunications policy in the United states.

Upgraded service, improved quality and reliability, and the

extension of service to those in sparsely populated areas are some

of the benefits derived from pUblic policies that promote universal

service.

As technology rapidly advances and people become more

dependent on telecommunications, universal service becomes

critically important. The Clinton Administration's National

Information Infrastructure Agenda for Action4 states that:

as a matter of fundamental fairness, this nation cannot
accept a division of our people among telecommunications
'haves' and 'have-nots.' The Administration is committed
to developing a broad, modern concept of universal
service --- one that would emphasize giving all Americans
who desire it, easy, affordable access to advanced
communication and information services, regardless of
income, disability, or location.

As changes are made to the access charge rules and associated

support mechanisms, policymakers must give due recognition to the

important national goal of universal service.

Increasing competition in the access marketplace has put

pressure on the current assistance and contribution mechanisms.

These support mechanisms will continue to be necessary if universal

service is to be assured.

As the telecommunications industry accepts a new set of

4 National Telecommunications Information Agency, Information
Infrastructure Task Force, the National Information Infrastructure:
Agenda for Action (September 15, 1993) at 8.
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groundrules for the competitive provision of local exchange and

access services, it will be necessary to reexamine support

mechanisms and their viability in light of these events. Such

reexamination should be conducted thoroughly and thoughtfully, and

on the basis of a complete and accurate record. NECA believes that

the commission and the industry are already far enough along in the

process of analyzing areas for reform and, as USTA suggests, the

time is ripe for the Commission to initiate a rUlemaking proceeding

on these issues.

Universal service should not be left to the uncertainties of

the marketplace. Exchange carriers located in high cost areas are

legitimately concerned about their ability to maintain modern,

state-of-the-art telecommunications services at reasonable rates

for local subscribers and interstate access customers. within a

competitive environment, price disparities between high and low

cost areas are an inevitable result. Extreme differences in prices

for access could increase pressure to deaverage toll rates, with

adverse impacts on rural economies and the ability of rural

Americans to participate fully in the information age.

NECA agrees with USTA that the current explicit universal

support mechanisms are viable and must be maintained. 5 New support

mechanisms may also be required to ensure that the long-standing

national goal of universal service is met in a more competitive

telecommunications environment. As access markets are opened up to

competition the funding base for universal service mechanisms

5 Petition at 40.
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should be expanded to include new entrants. It is fair and

reasonable for all market participants to share in the recovery of

universal service costs. As competition increases, and prices for

telecommunications services become more cost-based, pressure is

placed on contributions to support mechanisms. spreading

contribution costs will permit recovery on a competitively neutral

basis from all industry segments. New entrants, together with the

present participants, benef it from the ubiquitous network and

should, therefore, share in the support mechanisms developed by the

industry and regulators.

NECA also agrees with USTA that a npiece-meal" approach, in

which limited issues are addressed in separate proceedings, will

not permit the Commission to fully address the impact of the new

environment on the provision of interstate access by exchange

carriers. 6

III. THE COMMISSXON SHOULD PROCEED TO IMPLEMENT USTA'S PROPOSALS
FOR PRICING PLEXIBILITY.

USTA proposes to have the degree of price regulation respond

to the level of competition in a particular area. Exchange carriers

would be allowed to segment study areas into zones comprised of

wire centers possessing similar traffic density characteristics. As

access markets become increasingly competitive, regulation should

reflect that condition. USTA suggests that varying levels of

oversight and pricing flexibility would be permitted depending on

6 IsL.. at 49.
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the availability of alternative supply and the apparent willingness

of customers to use it. USTA would create a three tier market

structure consisting of Initial Market Areas (IMAS) , Transitional

Market Areas (TMAs) , and Competitive Market Areas (CMAs). 7 USTA

proposes that price cap and non-price cap carriers would be allowed

to increase or decrease aggregate prices by a certain percentage in

IMA or TMA market area categories. 8 Contract pricing would be

permitted for any service provided in a CMA. 9

The Commission should carefully consider the USTA proposals in

its rulemaking proceeding, including the pricing flexibility needs

of rate of return carriers. The ability to respond to competition

through pricing is fast becoming a critical issue for all telephone

companies, not simply those in large metropolitan areas.

Although NECA pool participants are mostly small rural

companies, NECA believes it is important to explore ways of

introducing pricing flexibility into the NECA tariff. In the Small

Midsize rulemaking the Commission found that the pricing

flexibility proposals made there had not been justified,

particularly for carriers participating in the NECA pools. 10 NECA

will continue its efforts to develop pricing flexibility proposals

that are suitable for pooling companies and for which the need can

be documented. By pursuing USTA's proposals now, the Commission

7 ~ at 24.

8 .I£L.. at 30-31

9 .I£L.. at 32.

10 8 FCC Rcd 4545, 4562.
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will lay the policy groundwork upon which other solutions can be

built in a timely manner.

IV. CONCLUSION

NECA agrees that reform is needed in the interstate access

rules. Recent changes in technology and increasing competition in

the access marketplace make examination of the current access rules

desirable. NECA urges, however, that universal service goals

retain primary importance throughout this and related proceedings.

Increasing competition in the access marketplace will place

pressure on the current assistance and contribution systems. New

competitive entrants to the access marketplace should share in the

funding mechanisms that insure universal service. Finally, the

Commission should implement USTA's proposals and consider allowing

pricing flexibility for the NECA pools in line with that afforded

to other non-price cap Ees.

Respectfully sUbmitted,

NATIONAL EXCHANGE CARRIER
ASSOCIA ION, INC.

j[.f{ ~ q
/f~ Richard A. Askoff

Its Attorney

November 1, 1993
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CERTIFICATE OF SERVICE

I hereby certify that copies of the foregoing Comments were served
this 1st day of November, 1993, by mailing copies thereof by United
States Mail, first class postage paid, to the persons listed.

By ~-h~~
Christine DeCarlo

The following parties were served:

Martin T. McCue
General Counsel
USTA
900 19th Street, NW
Suite 800
Washington, DC 20006-2105

Linda Kent
Associate General Counsel
USTA
900 19th Street, NW
Suite 800
Washington, DC 20006-2105


